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CHAPTER 14
PROVI DER REI MBURSEMENT METHODS

A, HOSPI TALS

The CHAMPUS- determ ned allowabl e cost for reinbursenent of a hospital
shall be determned on the basis of one of the follow ng nethodol ogi es.

1. CHAMPUS Di agnosi s_Rel at ed Group(DRG)-based paynent system  Under
t he CHAMPUS DRG-based paynent system paynent for the operating costs of
i npatient hospital services furnished by hospitals subject to the systemis
made on the basis of prospectively-determned rates and applied on a per
di scharge basis using DRGs. Paynents under this systemw !l include a
differentiation for urban (using large urban and other urban areas) and rural
hospitals and an adjustnment for area wage differences and indirect nedical
education costs. Additional paynents will be made for capital costs, direct
medi cal education costs, and outlier cases.

a. Gener al .

(1) DRGs_used. The CHAMPUS DRG-based paynment systemwi |l use
the same DRGs used in the nost recently avail able grouper for the Medicare
Prospective Paynment System except as necessary to recognize distinct
characteristics of CHAMPUS beneficiaries and as described in instructions
| ssued by the Director, OCHAMPUS.

(2) Assignnent of discharges to DRGs.

(a) The classification of a particular discharge shall be
based on the patient’s age, sex, principal diagnosis (that is, the diagnosis
establ i shed, after study, to be chiefly responsible for causing the patient’s
adm ssion to the hospital), secondary diagnoses, procedures perforned and
discharge status. |n addition, for neonatal cases (other than nornal
newborns) the classification shall also account for birthweight, surgery and
the presence of nmultiple, major and other neonatal problens, and shall
i ncorporate annual updates to these classification features.

(b) Each discharge shall be assigned to only one DRG
regardl ess of the number of conditions treated or services furnished during
the patient’s stay.

(3) Basis of paynent.

(a) Hospital billing. Under the CHAMPUS DRG based
payment system hospitals are required to submt clains (including item zed
charges) in accordance with section B. of Chapter 7. The CHAMPUS fisca
intermediary will assign the appropriate DRGto the claimbased on the
i nformation contained on the claim

(b) Paynent on a per discharge basis. Under the CHAMPUS
DRG-based paynent system, hospitals are paid a predeterm ned anount per
di scharge for inpatient hospital services furnished t 0 cHAMPUS beneficiaries.
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(c) Cains priced as of date of adm ssion. Except for
interimclains submtted for qualifying outlier cases, all clains reinbursed
under the CHAMPUS DRG-based paynent systemare to be priced as of the date of
adm ssion, regardless of when the claim is submtted.

(d) Paynment in full. The DRG-based ampunt paid for
| npatient hospital services is the total CHAMPUS paynent for the inpatient
operating costs (as described in subparagraph A.i1.a. (3)(e)) incurred in
furni shing services covered by the CHAMPUS.  The full prospective paynent
anount is payable for each stay during which there is at |east one covered
day of care, except as provided in subparagraph A.l.c. (5)(a)la.

(e) Inpatient operating costs. The CHAMPUS DRG-based
paynent system provi des a paynment amount for inpatient operating costs,
i ncl udi ng:

1 Qperating costs for routine services; such as
the costs of room board, and routine nursing services;

2 Qperating costs for ancillary services, such as

hospital radiology and |aboratory services (other than physicians’ services)
furnished to hospital inpatients;

3 Special care unit operating costs; and

4 Mal practice insurance costs related to services

furnished to inpatients.

(f) Discharges and transfers.

1 Di scharges. A hospital inpatient is discharged

when :

a The patient is formally released fromthe
hospital (release of the patient to another hospital as described in

subparagraph 2 of this subparagraph, or a |eave of absence fromthe hospital,
w ||l not be recognized as a discharge for the purpose of determ ning paynment

under the CHAMPUS DRG-based paynent systen);
b The patient dies in the hospital; or

C The patient is transferred fromthe care of
a hospital included under the CHAMPUS DRG-based paynent systemto a hospital
or unit that is excluded fromthe prospective paynment system

2 Transfers. Except as provided under
subparagraph A.1.a. (3)(f)1, a discharge of a hospital inpatient is not
counted for purposes of the CHAMPUS DRG-based payment system when the patient
s transferred:

a From one inpatient area or unit of the
hospital to another area or unit of the same hospital;
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b From the care of a hospital included under
t he CHAMPUS DRG-based paynent systemto the care of another hospital paid
under this system

C Fromthe care of a hospital included under
t he CHAMPUS DRG-based paynent-systemto the care of another hospital that is
excl uded fromthe CHAMPUS DRG-based paynent system because of participation
in a statew de cost control program which is exenpt fromthe CHAMPUS
DRG-based paynment system under subparagraph a.1.b. (1) of this chapter; or

d Fromthe care of a hospital included under
t he CHAMPUS DRG based paynent systemto the care of a uniformed services
treatment facility.

3 Payment in full to the discharping hospital.
The hospital discharging an inpatient shall be paid in full under the CHAMPUS
DRG-based paynent system

4 Payment to a hospital transferring an inpatient
to another hospital. If a hospital subject to the CHAMPUS DRG based paynent
systemtransfers an inpatient to another such hospital, the transferring
hospital shall be paid a per diemrate (except that in neonatal cases, other
than normal newborns, the hospital will be paid at 125 percent of that per
diemrate), as determned under instructions issued by OCHAMPUS, for each day
of the patient’s stay in that hospital, not to exceed the DRG-based paynent
that woul d have been paid if the patient had been discharged to another
setting. However, if a discharge is classified into DRG No. 456 (Burns,
transferred to another acute care facility) or DRG 601 (neonate, transferred
| ess than or equal to 4 days old), the transferring hospital shall be paid in
full .

5 Addi tional paynments to transferring hospitals.
A transferring hospital may qualify for an additional payment for
extraordi nary cases that neet the criteria for long-stay or cost outliers.

b. Applicability of the DRG system

(1) Areas affected. The CHAMPUS DRG-based paynment system
shal | apply to hospitals’ services in the fifty states, the District of
Col umbia, and Puerto Rico, except that any state which has inplenented a
separate DRG-based paynent system or simlar paynment systemin order to
control costs and is exenpt fromthe Medicare Prospective Paynment System may
be exenpt fromthe CHAMPUS DRG-based paynment systemif it requests exenption
in witing, and provided paynment under such system does not exceed paynent
whi ch woul d ot herwi se be nade under the CHAMPUS DRG-based payment system

(2) Services subject to the DRG-based paynent system All
normal |y covered inpatient hospital services furnished to CHAMPUS
beneficiaries by hospitals are subject to the CHAMPUS DRG-based paynent
system
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(3) Services exenpt from the DRG based paynent systenmi. The
foll ow ng hospital services, even when provided in a hospital subject to the
CWJS DRG-based paynent ‘system are exenpt fromthe CHAMPUS DRG-based
payment system  The services in subparagraphs A.1.b. (3)(a) through (d) and
(g) through (i) shall be reinbursed under the procedures in subsection A 3.
of this chapter, and the services in subparagraphs A.1.b. (3)(e) and (f) shall
be reinbursed under. the procedures in section G of this chapter.

(a) Services provided by hospitals exenpt fromthe
DRG-based paynment system

(b) Al services related to kidney acquisition by Renal
Transpl antati on Centers.

(c) Al services related to a heart transplantation which
woul d ot herw se be paid under DRG 103.

(d) All services related to liver transplantation when
the transplant is perforned in a CHAMPUS- aut horized liver transplantation
center.

(e) Al professional services provided by hospital-based
physi ci ans.

(f) Al services provided by nurse anesthetists.

(g) All services related to discharges involving
pediatric bone marrow transplants (patient under 18 at adm ssion).

(h) All services related to discharges involving children
who have been determned to be HV seropositive (patient under 18 at
admi ssi on)

(i) Al services related to discharges involving
pediatric cystic fibrosis (patient under 18 at adm ssion).

(4) Hospitals subject to the CHAMPUS DRG-based paynent
system Al hospitals within the fifty states, the District of Colunbia, and
Puerto Rico which are certified to provide services to CHAMPUS beneficiaries
are subject to the DRG-based paynent system except for the follow ng
hospitals or hospital units which are exenpt.

(a) Psychiatric hospitals. A psychiatric hospital which
s exenpt fromthe Medicare Prospective Payment Systemis also exenpt from
t he CHAMPUS DRG-based paynment system |n order for a psychiatric hospital
whi ch does not participate in Medicare to be exenpt fromthe CHAMPUS
DRG-based paynent system it nust neet the same criteria (as determ ned by
the Director, OCHAMPUS, or a designee) as required for exenption fromthe
Medi care Prospective Paynment System as contained in Section 412.23 of Title
42 CFR.
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(b) Rehabilitation hospitals. A rehabilitation hospita
which is exenpt fromthe Medicare Prospective Paynent Systemis al so exenpt
fromthe CHAMPUS DRG-based paynment system In order for a rehabilitation
hospital. which does not participate in Medicare to be exenpt fromthe CHAMPUS
DRG-based paynent system it nust neet the same criteria (as determ ned by
the Director, OCHAMPUS, or a designee) as required for exenption fromthe
Medi care Prospective Paynent System as contained in Section 412.23 of Title
42 CFR.

(c) Psychiatric and rehabilitation units (distinct
parts) . A psychiatric or rehabilitation unit which is exenpt fromthe
Medi care prospective paynent systemis also exenpt fromthe CHAMPUS DRG-based
payment system In order for a distinct unit which does not participate in
Medi care to be exenpt from the CHAMPUS DRG based paynment system it nust neet
the same criteria (as determned by the Director, OCHAMPUS, or a designee) as
required for exenption fromthe Medicare Prospective Paynent System as
contained in Section 412.23 of Title 42 CFR

(d) Long-term hospitals. A long-termhospital which is
exenpt. from the Medicare prospective paynent systemis also exenpt fromthe
CHAMPUS DRG-based paynent system |In order for a |ong-term hospital which
does not participate in Medicare to be exenpt fromthe CHAMPUS DRG-based
paynment system it nust have an average |ength of inpatient stay greater than
25 days:

_ _ 1 As conputed by dividing the nunber of total
| npatient days (less |eave or pass days) by the total number of discharges

for the hospital’s nost recent fiscal year; or

2 As conmputed by the same nmethod for the imediately
preceding six-nmonth period, if a change in the hospital’'s average |ength of
stay is indicated.

(e) Sole community hospitals. Any hospital which has
qualified for special treatnent under the Medicare prospective payment system
as a sole comunity hospital and has not given up that classification is
exenpt fromthe CHAMPUS DRG-based paynment system (See Subpart G of 42 CFR
Part 412.)

(f) Christian Science sanitoriums. All Christian Science
sanatoriums (as defined in paragraph B.4.h. of Chapter 6) are exenpt fromthe
CHAMPUS DRG-based payment system

) Cancer hospitals. Any hospital which qualifies as a
cancer hospital under the Medicare standards and has elected to be exenpt

fromthe Medicare prospective paynment systemis exenpt fromthe CHAMPUS
DRG-based payment system  (See 42 CFR Section 412.94. )

(h) Hospitals outside the 50 states, the District of
Colunbia, and Puerto Rico. A hospital is excluded from the TCHAMPUS DRG based
Payment systemif it is not located in one of the fifty States, the D strict
of Colunbia, or Puerto Rico.
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(5) Hospitals which do not participate in Medicare. It is not
required that a hospital be a Medicare-participating provider in order to be
an authorized CHAMPUS provider. However, any hospital which is subject to
t he CHAMPUS DRG-based paynent system and which ot herw se neets CHAMPUS
requi renents but which is not a Medicare-participating provider (having
conpl eted a form HCFA-1514, Hospital Request for Certification in the
Medi car e/ Medi caid Program and a form HCFA-1561, Heal th | nsurance Benefit
Agreenent) nust conplete a participation agreement w th OCHAMPUS. By
conpleting the participation agreement, the hospital agrees to participate on
all CHAMPUS inpatient clainms and to accept the CHAMPUS-determ ned allowabl e
amount as paynent in full for these clains. Any hospital which does not
participate in Medicare and does not conplete a participation agreenent wth
OCHAMPUS wi || not be authorized to provide services to CHAMPUS beneficiari es.

C. Determ nation of paynent amounts. The actual paynent for an
| ndi vidual claimunder the CHAMPUS DRG-based payment Ssystem is cal cul ated by
mul tiplying the appropriate adjusted standardi zed amount (adjusted to account
for area wage differences using the wage indexes used in the Medicare
progran) by a weighting factor specific to each DRG

(1) Calculation of DRG Weights.

(a) Grouping of chareges. All discharge records in the
dat abase shal|l be grouped by DRG

(b) Remmve DRGs 469 and 470. Records from DRGs 469 and
470 shall be renmoved from the database.

(c) Lndirect medical education standardization. To
standardi ze the charges for the cost effects of indirect nedical education
factors, each teaching hospital’s charges will be divided by 1.0 plus the
following ratio on a hospital-specific basis:

i i . 5795
1.0 + Number of interns + residents 1.0

1.43 X number of beds

(d) Wage | evel standardization. To standardi ze the
charge records for area wage differences, each charge record will be divi ded
into labor-related and nonl abor-related portions, and the |abor-related
portion shall be divided by the nost recently available Medicare wage index
for the area. The |abor-related and nonlabor-related portions will then be
added toget her.

(e) Elimnation of statistical outiiers. AIl unusually
high or |ow charges shall be renmoved fromthe database.
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(f) Calculation of DRG average charge. After the
standardi zation for indirect nedical education, and area wage differences, an
average charge for each DRG shall be conmputed by summ ng charges in a DRG and
dividing that sum by the nunber of records in the DRG

_ - (9g) Calculation of national average charge per
di scharge. A national average charge per discharge shall be cal cul ated by

summ ng all charges and dividing that sum by the total nunber of records from
all| DRG categories.

national average charge.

(2) Empty and | ow vol une DRGs. The Medi care wei ght shall be
used for any DRGwth less than ten (1c) occurrences in the CHAMPUS

dat abase.  The short-stay thresholds shall be set at one day for these DRGs
and the long-stay threshol ds shall be set at the rFy 87 Medicare threshol ds.

(3) Updating DRG weights. The CHAMPUS DRG wei ghts shall be
updated or adjusted as foll ows:

(a) DRG weights shall be recal cul ated annual Iy using
CHAMPUS charge data and the nethodol ogy described in subparagraph aA.1.c. (1)
of this chapter.

(b) When a new DRG is created, CHAMPUS will, if
practical, calculate a weight for it using an appropriate charge sample (if
avai l abl e) and the nethodol ogy described in subparagraph A.1.c. (1) of this
chapter.

(c) In. the case of any other change under Medicare to an
exi sting DRG weight (such as in connection with technol ogy changes), CHAMPUS
shall adjust its weight for that DRG in a manner conparable to the change
made by Medi care.

(4) Calculation of the adjusted standardized anounts. The
foll ow ng procedures shall be followed in calculating the CHAMPUS adj usted
standardi zed anmounts.

(a) Differentiate large urban, other urban, and-rural
charges. Al charges in the database shall be sorted into |arge urban, other
urban, and rural groups (using the same definitions for these categories used
in the Medicare progran). The followi ng procedures will be applied to each

group.

(b) Indirect nedical education standardization. To
standardi ze the charges for the cost effects of indirect nedical education
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factors, each teaching hospital’s charges will be divided by 1.0 plus the
following ratio on a hospital-specific basis:

number of interns + residents 3793
nunber of beds

1.43 X 1.0 + 1.0

(c) Wage level standardization. To standardize the
chargerecords for areawagedifferences, eachcharge record will be divided
into labor-related and nonlabor-related portions, and the |abor-rel ated
portion shall be divided by the nost recently available Medicare wage index
for the area. The labor-related and nonlabor-related portions will then be
added together.

(d) Apply the cost to charge ratio. Each charge is to be
reduced to a representative cost by using the Medicare cost to charge ratio.
This anount shall be increased by 1 percentage point in order to reinburse
hospitals for bad debt expenses attributable to CHAMPUS beneficiaries.

(e) Prelimnary base year standardi zed anount. A
prelimnary base year standardized amount shall be cal cul ated by sunm ng al
costs in the database applicable to the large urban, other urban, or rural
group and dividing by the total nunber of discharges in the respective group.

(f) update for inflation. The prelimnary base year
standardi zed anmounts shall be updated using an annual update factor equal to
1.07 to produce fiscal year 1988 prelimnary standardized anounts.

Thereafter, any devel opnent of a new standardized amount will use an
inflation factor equal to the hospital nmarket basket index used by the Health
Care Financing Admnistration in their Prospective Paynent System

(g} The prelimnary standardi zed amounts, updated for
inflation, shall be divided by a system standardization factor so that total
DRG outl ays, given the database distribution across hospitals and di agnoses,
are equal to the total charges reduced to costs.

(h) Labor and nonlabor portions of the adjusted
standardi zed amounts. The adjusted standardi zed anounts shall be divided
into [abor and nonlabor portions in accordance with the Medicare division of
| abor and nonl abor portions.

(5) Adjustnents to the DRG-based paynent anmounts. The
following adjustments to the DRG based anounts (the weight multiplied by the
adj usted standardi zed anount) w |l be nmade.

(a) Outliers. The DRG-based paynent to a hospital shall
be adjusted for atypical cases. These outliers are those cases that have
ei ther an unusually short |ength-of-stay or extremely long |ength-of-stay or
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that involve extraordinarily high costs when conpared to nost discharges
classified in the same DRG  Cases which qualify as both a |ength-of-stay
outlier and a cost outlier shall be paid at the rate which results in the
greater paynent.

1l Length-of-stay outliers. Length-of-stay outliers
shal| be identified and paid by the fiscal internediary when the clains are
processed.

a_ Short-stay outliers. Any discharge with a
| engt h-of -stay (LOS) |ess than 1.94 standard deviations fromthe DRG’s
geonetric LOS shall be classified as a short-stay outlier. Short-stay
outliers shall be reinbursed at 200 percent of the per diemrate for the DRG
for each covered day of the hospital stay, not to exceed the DRG anmount. The
per diemrate shall equal the DRG anount divided by the geonetric mean
| engt h-of -stay for the DRG

b Long-stay outliers. Any discharge which has
a length-of-stay (LOS) exceeding the |esser of 3.00 standard deviations or 24
days (1.94 standard deviations or 17 days for neonate services and for
services in children's hospitals) fromthe DRG’s geonetric mean LOS shall be
classified as a |long-stay outlier. Long-stay outliers shall be reinbursed
t he DRG-based anount plus 60 percent (90 percent for DRGs related to burn
cases) of the per diemrate for the DRG for each covered day of care beyond
the long-stay outlier cutoff. The per diemrate shall equal the DRG ampunt
di vided by the geonetric nean LCS for the DRG

2 Cost outliers. Any discharge which has”
standardi zed costs that exceed a threshold of the greater of two tinmes the
DRG-based anmount or $28, 000 ($13,500 for neonate services and for services in
children’s hospitals) shall qualify as a cost outlier. The standardized
costs shall be calculated by nultiplying the total charges by the factor
descri bed in subparagraph A.l.c. (4)(d) and adjusting this anount for indirect
medi cal education costs. Cost outliers shall be reinbursed the DRG-based
amount plus 75 percent (90 percent for DRGs related to burn cases and 80
percent for neonatal services and for services in children’s hospitals) of
al | costs exceeding the threshold. Additional paynment for cost outliers
shal | be made only upon request by the hospital. Notwithstanding the
threshol d amount stated in the first sentence of this subparagraph and the
mar gi nal paynent percentage stated in the third sentence of this
subparagraph, for all discharges to patients admtted prior to November 21,
1988, a threshold anmount of $13,500 (rather than $28,000) shall apply and
(except for burn cases, neonatal services and services in children's
hospitals) a marginal paynment percentage of 60 percent (rather than 75
percent) shall apply.

(b) Wage Adjustnment. CHAMPUS will adjust the |abor
portion of the standardi zed anounts according to the hospital’s area wage
| ndex.

(c) Indirect Medical Education Adjustment. The vvage
adj usted DRG paynent will also be nultiplied by 1.0 plus the hospital’
i ndi rect nedical education ratio.
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(d) Children's Hospital Differential. Wth respect to
claims fromchildren's hospitals, the appropriate adjusted standardized
anmount shall also be adjusted by a children’s hospital differential.

1 Qualifying children’'s hospitals. Hospitals
qual i fying for the children’s hospital differential are hospitals that are
exenpt fromthe Medicare Prospective Paynment System or, in the case of
hospitals that do not participate in Medicare, that nmeet the sanme criteria
(as determned by the Director, OCHAMPUS, or a designee) as required for
exenption fromthe Medicare Prospective Paynent System as contained in 42 CFR
412. 23.

2 Calculation of differential. The differentia
shal | be equal to the difference between a specially calculated children's
hospital adjusted standardi zed amount and the adjusted st.andardi zed amount
for fiscal year 1988. The specially calculated children’s hospital adjusted
st andar di zed amount shall be calculated in the sanme nmanner as set forth in
subparagraph A.1.c. (4), except that:

a The base period shall be fiscal year 1988 and
shal| represent total estimated charges for discharges that occurred during
fiscal year 1988.

b No cost to charge ratio shall be applied.

¢ Capital costs and direct nedical education
costs will be included in the cal cul ation.

d The factor used to update the dat.abase for
inflation to produce the flscal year 1988 base period amount shall be the
applicable Medicare inpatient hospital market basket rate.

3 Transition rule. Until March 1, 1992, separate
differentials shall be used for each higher vol ume chlldren S hospltal
(individually) and for all other children’s hospitals (in the aggregate).

For this purpose, a higher volunme hospital is a hospital that had 50 or nore
CHAMPUS di scharges in fiscal year 1988.

4 Hald harm ess provision. At such tine as the
wei ghts initially assigned to neonatal DRGS are recalibrated based on
sufficient volunme of CHAMPUS clains records, children’s hospital
differentials shall be recal culated and appropriate retrospective and
prospective adjustnents shall be made. To the extent practicable, the
recal cul ation shall also include reestinmated val ues of other factors
(including but not limted to direct education and capital costs and indirect
education factors) for which nore accurate data becane avail abl e.

5 No update for inflation. The children’s hospita
differential , calculated (and later recal cul ated under the hold harn ess
provision) for the base period of fiscal year 1988, shall not be updated for
subsequent fiscal years.
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6 Adnministrative corrections. |n connection wth
determ nations pursuant to subparagraph A.l.c. (5)(d)3 of this chapter, any
children’s hospital that believes OCHAMPUS erroneously failed to classify the
hospital as a high volune hospital or incorrectly calculated (in the case of
a high volunme hospital) the hospital’s differential nay obtain admnistrative
corrections by submtting appropriate docunentation to the Director, OCHAMPUS
(or designee).

(6) Updating the adjusted standardi zed anmbunts. Beginning in
FY 1989, the adjusted standardi zed amounts will Dbe updated by the Medicare
annual update factor, unless the adjusted standardi zed anounts are
recal cul at ed.

(7) Annual Cost Pass-Throughs.

(a) capital costs. Wen requested in witing by a
hospital, CHAMPUS shall reinburse the hospital its share of actual capital
costs as reported annually to the CHAMPUS fiscal internediary. Paynment for
capital costs shall be nade annually based on the ratio of CHAMPUS i npati ent
days for those beneficiaries subject to the CHAMPUS DRG based paynent system
to total inpatient days applied to the hospital’s total allowable capital
costs. Reductions in paynents for capital costs which are required under
Medi care shall also be applied to paynents for capital costs under CHAMPUS.

1 Costs included as capital costs. Allowable
capital costs are those specified in Medicare Regulation Section 413.130, as
modi fied by Section 412.72.

2 Services, facilities, or supplies provided by
suppl yi ng organi zati ons. | f services, facilities, or supplies are provided
to the hospital by a supplying organization related to the hospital wthin
the meani ng of Medicare Regul ation Section 413.17, then the hospital nust
include in its capital-related costs, the capital-related costs of the
suppl yi ng organi zation. However, if the supplying organization is not
related to the provider within the nmeaning of 413.17, no part of the charge
to the provider may be considered a capital-related cost unless the services,
facilities, or supplies are capital-related in nature and:

a The capital-related equipnment is |eased or
rented by the provider;

b The capital-related equipnent is |ocated on
the provider’s prem ses; and

c The capital-related portion of the charge is
separately specified in the charge to the provider.

o ~ (b) Direct nedical education costs. Wen requested in
witing by a hospital, CHAMPUS shall reimburse the hospital its actual direct
medi cal education costs as reported annually to the cHaMpus fi scal

intermediary. Such teaching costs nust be for a teaching program approved
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under Medicare Regulation Section 413.85. Paynment for direct medical
education costs shall be nade annually based on the ratio of CHAMPUS

| npatient days for those beneficiaries subject to the CHAMPUS DRG-based
payment systemto total inpatient days applied to the hospital’s total

al l owabl e direct medical education costs. Allowable direct nedical education
costs are those specified in Medicare Regul ation Section 413. 85.

(¢) Information necessary for paynment of capital and
direct nedical education costs. Al hospitals subject to the CHAMPUS
DRG-based paynment system except for children’s hospitals, may be reinbursed
for allowed capital and direct nedical education costs by submtting a
request to the CHAMPUS contractor. Such request shall cover the one-year
period corresponding to the hospital’s Medicare cost-reporting period. The
first such request may cover a period of less than a full year--fromthe
effective date of the CHAMPUS DRG-based paynent systemto the end of the
hospital’s Medicare cost-reporting period. Al costs reported to the CHAMPUS
contractor nust correspond to the costs reported on the hospital’s Medicare
cost report. In the case of children’s hospitals that request reinbursenent
under this clause for capital and/or direct nedical education costs, the
hospital nmust submt appropriate base period cost information, as determ ned
by the Director, OCHAMPUS (or designee). (If these costs change as a result
of a subsequent audit by Medicare, the revised costs are to be reported to
the hospital’s CHAMPUS contractor within 30 days of the date the hospital is
notified of the change.) The request nust be signed by the hospital official
responsi ble for verifying the amounts and shall contain the follow ng
i nformati on.

| b=

The hospital’s nane.

2 The hospital’s address.

jo

The hospital’s CHAMPUS provi der nunber.
4 The hospital’s Medicare provider nunber.

5 The period covered--this nmust correspond to the
hospital’s Medicare cost-reporting period.

6 Total inpatient days provided to all patients in
units subject to DRG based paynent.

7 Total allowed CHAMPUS inpatient days provided in
units subject to DRG-based paynent.

8 Total allowable capital costs.
9 Total allowable direct nedical education costs.
10 Total full-time equivalents for:

a Residents.

b I nterns
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11 Total inpatient beds as of the end of the
cost-reporting period. If this has changed during the reporting period, an
expl anation of the change nust be provided.

12 Title of official signing the report.
13 Reporting date.

14  The report shall contain a certification
statement. that any changes to the itens in subparagraphs 6,7, 8,9, or 10,
which are a result of an audit of the hospital’s Medicare cost-report, shall
be reported to CHAMPUS within thirty (30) days of the date the hospital is
notified of the change.

2. CHAMPUS nmental health per di em paynent system  The CHAMPUS nent al

heal th per diem paynent system shall be used to reinburse for inpatient
mental health hospital care in specialty psychiatric hospitals and units.
Payment is made on the basis of prospectively determned rates and paid on a
per diem basis. The systemuses two sets of per diems. One set of per diens
applies to hospitals and units that have a relatively higher nunber of
CHAMPUS discharges. For these hospitals and units, the system uses
hospital -specific per diemrates. The other set of per diens applies to
hospitals and units with a relatively |ower nunber of CHAMPUS di schar ges.
For these hospitals and units, the system uses regional per diens, and
further provides for adjustments for area wage differences and indirect
medi cal education costs and additional pass-through paynents for direct
medi cal education costs.

a. Applicability of the mental heaith per di em paynent

system

(1) Hospitals and units covered. The CHAMPUS nental health
per diem paynent system applies to services covered (see subparagraph
A.2.a. (2) below) that are provided in Mdicare prospective paynent system
(PPS) exenpt psychiatric specialty hospitals and all Medicare PPS exenpt
psychiatric specialty units of other hospitals. In addition, any psychiatric
hospital that does not participate in Medicare, or any other hospital that
has a psychiatric specialty unit that has not been so designated for
exenption fromthe Medicare prospective paynent system because the hospital
does not participate in Medicare, nay be designated as a psychiatric hospital
or psychiatric specialty unit for purposes of the CHAMPUS nental health per
di em payment system upon denonstrating that it nmeets the same criteria (as
determned by the Director, OCHAMPUS) as required for the Medicare
exenption. The CHAMPUS nental health per diem payment system does not apply
to mental health services provided in other hospitals.

(2) Services covered-. Unless specifically exenpted, all
covered hospitals’ and units’ inpatient claim which are classified into a
mental health DRG (DRG categories 425-432, but not DRG 424) or an
al cohol / drug abuse DRG (DRG categories 433-437) shall be subject to the
mental health per diem paynent system
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b. Hospital -specific per diens for higher volune hospitals and
units. This paragraph describes the per diem payment amounts for hospitals
and units with a higher volune of CHAMPUS di schar ges.

(1) Per diemamunt. A hospital-specific per diem anount
shal| be calculated for each hospital and unit with a higher volume of
CHAMPUS di scharges. The base period per diem anmunt shall be equal to the
hospital's average daily charge in the base period. The base period anount,
however, may not exceed the cap described in subparagraph A.2.b. (2), Dbel ow.
The base period anount shall be updated in accord with paragraph A 2.d. of
this chapter.

(2) Cap. The base period per diem anount may not exceed the
eightieth percentile of the average daily charge weighted for all discharges
t hroughout the United States fromall higher volume hospitals.

(3) Review of per diem amount. Any hospital or unit. which
bel i eves 0CHAMPUS cal cul ated a hospital-specific per diemwhich differs by
more than $5.00 fromthat calculated by the hospital or unit may apply to the
Director, OCHAMPUS, or a designee, for a recalculation. The burden of proof
shal | be on the hospital.

C. Regional per dienms for lower volune hospitals and_uniits. This
par agr aph describes the per diem amounts for hospitals and units with a | ower
vol une of CHAMPUS di schar ges.

(1) Per _diemanounts. Hospitals and units with a |ower vol une
of CHAMPUS patients shall be paid on the basis of a regional per diem anount,
adj usted for area wages and indirect nedical education. Base period
regi onal per diens shall be calcul ated based upon all CHAMPUS | ower vol ume
hospitals’ clains paid during the base period. Each regional per di em amunt
shall be the quotient of all covered charges divided by all covered days of
care, reported on all CHAMPUS clains from|lower volume hospitals in the
region paid during the base period, after having standardized for indirect
medi cal education costs and area wage indexes and subtracted direct nedical
education costs. Regional per diem amounts are adjusted in accordance with
subparagraph A.2.c. (3), below. Additional pass-through paynents to | ower
vol une hospitals are made in accordance with subparagraph A.2.c. (4), below
The regions shall be the sane as the federal census regions.

(2) Review of per diemanmount. Any hospital that believes the
regi onal per diem anount applicable to that hospital has been erroneously
cal cul ated by 0CHAMPUS by nore than $5.00 may submt to the D rector,
OCHAMPUS, or a designee, evidence supporting a different regional per diem
The burden of proof shall be on the hospital.

(3) Adjustnents to regional per diens. Two adjustnments shall
be made to the regional per diemrates.

(a) Area wage index. The same area wage indexes used for
t he CHAMPUS DRG based paynment system (see subparagraph A.l.c. (5)(b) of this
chapter) shall be applied to the wage portion of the applicable regional per
diemrate for each day of the admssion. The wage portion shall be the sane
as that used for the CHAMPUS DRG-based payment system
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(b) Indirect medical education. The indirect nedical
education adjustment factors shall be calculated for teaching hospitals in
the same manner as is used in the CHAMPUS DRG-based paynent. system (see
subparagraph A.1.c. (5)(c) of this chapter) and applied to the applicable
regional per diemrate for each day of the adm ssion.

(4) Annual cost pass-through for direct nedical education. In
addition to paynments made to | ower volune hospitals under paragraph A.2.c.,
CHAMPUS shal | annual ly reinburse hospitals for actual direct nedical
education costs associated with services to CHAMPUS beneficiaries. This
rei moursement shall be done pursuant to the same procedures as are applicable
to the CHAMPUS DRG based paynent system (see subparagraph A.l.c. (7) of this

chapter)

d. Base period and update factors.

(1) Base period. The base period for calculating the
hospital -specific and regional per diems, as described in paragraphs A 2.b.
and c. above, is federal fiscal year 1988. Base period cal culations shall be
based on actual clains paid during the period July 1, 1987 through My 31,
1988, trended forward to represent the 12-month period endi ng Septenber 30,
1988 on the basis of the Medicare inpatient hospital market basket rate.

(2) Alternative hospital-specific data base. Upon application
of a higher volune hospital or unit to the Director, OCHAMPUS, or a designee,
the hospital or unit may have its hospital-specific base period calculations
based on clainms with a date of discharge (rather than date of paynent)
between July 1, 1987 through May 31, 1988 if it has generally experienced
unusual delays in clains paynents and if the use of such an alternative data
base would result in a difference in the per diemamunt of at |east $5.00.
For this purpose, the unusual delays neans that the hospital’s or unit’s
average time period between date of discharge and date of paynment is nore
than two standard deviations longer than the national average.

(3) Update factors. The hospital-specific per dienms and the
regi onal per diems calculated for the base period pursuant to paragraphs
A.2.b. and c. of this chapter shall be in effect for federal fiscal year
1989; there will be no additional update for fiscal year 1989. For
subsequent federal fiscal years, each per diemshall be updated by the
Medi care update factor for hospitals and units exenpt from the Medicare
prospective paynent system Hospitals and units with hospital-specific rates
will be notified of their respective rates prior to the beginning of each
federal fiscal year. New hospitals shall be notified at such tine as the
hospital rate is determned. The actual amounts of each regional per diem
that will apply in any federal fiscal year shall be published in the Federal
Regi ster prior to the start of that fiscal year.

e. H gher volume hospitals. This paragraph describes the
classification of and other provisions pertinent to hospitals with a higher
vol ume of CHAMPUS patients.
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(1) In _general. Any hospital or unit that had an annual rate
of 25 or nore CHAMPUS discharges of CHAMPUS patients during the period July
1, 1987 through May 31, 1988 shall be considered a hi gher volune hospital
during federal fiscal year 1989 and all subsequent fiscal years. Al other
hospitals and units covered by the CHAMPUS nental health per di em paynent
system shal |l be considered | ower vol une hospitals.

(2) Hospitals that subsequently becone hi gher vol une
hospitals. In any federal fiscal year in which a hospital, including a new
hospital (see subparagraph A.2.e. (3) below), not. previously classified as a
hi gher vol ume hospital has 25 or nmore CHAMPUS di scharges, that hospital shall
be considered to be a higher volume hospital during the next federal fiscal
year and all subsequent fiscal years. The hospital specific per di em anount
shall be calculated in accordance with the provisions of paragraph A.2.b. of
this chapter, except that the base period average daily charge shall be
deened to be the hospital’s average daily charge in the year in which the
hospital had 25 or nore discharges, adjusted by the percentage change in
average daily charges for all higher volunme hospitals and units between the
year in which the hospital had 25 or nmore CHAMPUS di scharges and the base
period. The base period anmount, however, may not exceed the cap described in
subparagraph A.2.b. (2) of this chapter.

(3) Special retrospective paynent provision for new
hospitals. For purposes of this subparagraph, a new hospital is a hospital
that qualifies for the Medicare exenption fromthe rate of increase ceiling
applicable to new hospitals which are PPS-exenpt psychiatric hospitals. Any
new hospital that becemes a higher volume hospital, in addition to qualifying
prospectively as a higher volune hospital for purposes of subparagraph
A.2.e. (2) above, may additionally, upon application to the D rector,
OCHAMPUS, receive a retrospective adjustment. The retrospective adjustnent
shal | be calculated so that the hospital receives the sane governnment share
paynents it would have received had it been designated ahigher volume
hospital for the federal fiscal year in which it first had 25 or more CHAMPUS
di scharges and the preceding fiscal year (if it had any CHAMPUS patients
during the preceding fiscal year). Such new hospitals nust agree not to bil
CHAMPUS beneficiaries for any additional costs beyond that determ ned
initially.

(4) Review of classification. Any hospital or unit which
OCHAMPUS erroneously fails to classify as a higher volune hospital may apply
to the Director, OCHAMPUS, or a designee, for such a classification. The
hospital shall have the burden of proof.

f Paynent for hospital based professional services. Lower volune
hospitals and units may not bill separately for hospital based professional
mental health services; paynment for those services is included in the per
diems. Hi gher volume hospitals and units, whether they billed CHAMPUS
separately for hospital based professional nmental health services or included
those services in the hospital’s billing to CHAMPUS, shall continue the
practice in effect during the period July 1, 1987 to May 31, 1988 (or other
data base period used for calculating the hospital’s or unit’s per diem,
except that any such hospital or unit may change its prior practice (and
obtain an appropriate revision in its per diem) by providing to OCHAMPUS
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notice in accordance with procedures established by the Director, OCHAMPUS,
or a designee.

g. Leave days. CHAMPUS shall not pay for days where the patient
is absent on leave fromthe specialty psychiatric hospital or unit. The
hospital nust identify these days when clai mng reinbursenent. CHAMPUS shal |
not count a patient’s |eave of absence as a discharge in determ ning whether
a facility should be classified as a higher volune hospital pursuant to
paragraph A 2.e. of this chapter.

h. Exemptions fromthe CHAMPUS nental health per diem payment
system The followi ng providers and procedures are exenpt fromthe CHAMPUS
mental health per diem paynent system

(1) Non-specialty providers. Providers of inpatient care
whi ch are not either psychiatric hospitals or psychiatric specialty units as
described in subparagraph A.2.a. (1) of this chapter are exenpt fromthe
CHAMPUS nental health per diem paynent system  Such providers should refer
to subsection Al. of this chapter for provisions pertinent to the CHAMPUS
DRG based paynent system

(2) DRG 424. Admissions for operating room procedures
involving a principal diagnosis of mental illness (services which group into
DRG 424) are exenpt fromthe per diem paynent system  They will be
rei mbursed pursuant to the provisions of subsection A 3. of this chapter.

(3) Non-nental health services. Adm ssions for non-nental
heal th procedures in specialty psychiatric hospitals and units are exenpt
fromthe per diem paynent system They will be reinbursed pursuant to the
provi sions of subsection A 3. of this chapter.

(4) Sole community hospitals. Any hospital which has
qualified for special treatnent under the Medicare prospective paynment system
as a sole comunity hospital and has not given up that classification is
exenpt .

(5) Hospitals outside the U.S. A hospital is exenpt if it is
not [ocated in one of the 50 states, the District of Colunbia or Puerto Rico.

3. Billed charges and set rates. The allowable costs for authorized
care in all hospitals not subject to the CHAMPUS DRG-based paynent system or
the CHAMPUS nental health per diem payment system shall be determned on the
basis of billed charges or set rates. Under this procedure the allowable
costs may not exceed the |ower of:

a. The actual charge for such service made to the general public;
or

b. The al |l owed charge applicable to the policyhol ders or
subscribers of the CHAMPUS fiscal intermediary for conparable services under

conpar abl e circunmstances, when extended to CHAMPUS beneficiaries by consent
or agreement; or

C. The al |l owed charge applicable to the citizens of the comunity
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or state as established by local or state regulatory authority, excluding
title XIX of the Social Security Act or other welfare program when extended
to CHAMPUS beneficiaries by consent or agreenent.

4, CHAMPUS discount rates. The CHAMPUS-determ ned all owabl e cost for
aut horized care in any hospital may be based on discount rates established
under section |I. of this chapter.

B. SKILLED NURSING FACI LI TI ES (SNFs)

The CHAMPUS- determ ned all owabl e cost for reinbursement of a SNF shall be
determned on the sane basis as for hospitals which are not subject to the
CHAMPUS DRG-based paynment system

c. REIMBURSEMENT FOR OTHER THAN HOSPI TALS AND SNFS

The Director, OCHAMPUS, or a designee, shall establish such other methods
of determning allowable cost or charge reinbursenent for those institutions,
ot her than hospitals and SNFS, as may be required.

D.  REI MBURSEMENT OF FREESTANDI NG AMBULATORY SURG CAL CENTERS

Aut hori zed care furnished by freestanding anbul atory surgical centers
shall be reimbursed on the basis of the CHAMPUS- determ ned reasonabl e cost.

E.  REIMBURSEMENT OF BI RTHI NG CENTERS

1. Reinbursenent for maternity care and childbirth services furnished
by an authorized birthing center shall be limted to the |ower of the CHAMPUS
established all-inclusive rate or the center’'s nost-favored all-inclusive
rate.

2. The all-inclusive rate shall include the followng to the extent
that they are usually associated with a normal pregnancy and childbirth:
| aboratory studies, prenatal management, labor nanagenent, delivery,
post-partum nmanagenment, newborn care, birth assistant, certified
nurse-m dw fe professional services, physician professional services, and the
use of the facility.

3. The CHAMPUS established all-inclusive rate is equal to the sum of
the CHAMPUS area prevailing professional charge for total obstetrical care
for a normal pregnancy and delivery and the sum of the average CHAMPUS
al | owabl e institutional charges for supplies, l|aboratory, and delivery room
for a hospital inpatient normal delivery. The CHAMPUS established
all-inclusive rate areas will coincide with those established for prevailing
prof essi onal charges and will be updated concurrently with the CHAMPUS area
prevailing professional charge database.

4, Extraordinary nmaternity care services, when otherw se authorized,
may be reinmbursed at the |esser of the billed charge or the CHAMPUS al |l owabl e
charge .
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. Rei mbur sement for an inconplete course of care will be Iimted to
clainms for professional services and tests where the beneficiary has been
screened but rejected for admssion into the birthing center program or
where the woman has. been admtted but is discharged from the birthing center
program prior to delivery, adjudicated as individual professional services
and itens.

6. The beneficiary’s share of the total reinbursenent to a birthing
center is limted to the cost-share anount plus the anount billed for
non-covered services and supplies.

F.  REI MBURSEMENT OF RESI DENTI AL TREATMENT CENTERS

The CHAMPUS rate is the per diemrate that CHAMPUS wi || authorize for all
mental health services rendered to a patient and the patient’s famly as part
of the total treatnent plan submtted ty a CHAMPUS- approved RTC, and approved
by the Director, OCHAMPUS, or designee.

1. The all-inclusive per diemrate for RTCS operating or participating
I n CHAMPUS during the base period of July 1, 1987, through June 30, 1988,
will be the |owest of the follow ng conditions:

a. The CHAMPUS rate paid to the RTC for all-inclusive services as
of June 30, 1988, adjusted by the Consuner Price Index - Urban (CPI-U) for
medi cal care as determ ned applicable by the Director, OCHAMPUS, or designee;
or

b. The per diemrate accepted by the RTC from any other agency or
organi zation (public or private) that is high enough to cover one-third of
the total patient days during the 12-nonth period ending June 30, 1988,
adj usted by the CPI-U; or

NOTE : The per diemrate accepted by the RTC from any other agency or
organi zation includes the rates accepted fromentities such as
Government contractors in CHAMPUS denonstration projects.

C. An OCHAMPUS determ ned capped per diem anmount not to exceed the
80th percentile of all established CHAMPUS RTC rates nationally, weighted by
total CHAMPUS days provided at each rate during the base period discussed in
F.1. above.

2. The all-inclusive per diemrates for RTCS which began operation
after June 30, 1988, or began operation before July 1, 1988, but had |ess
than 6 nmonths of operation by June 30, 1988, will be cal cul ated based on the
| ower of the per diemrate accepted by the RTC that is high enough to cover
one-third of the total patient days during its first 6 to 12 consecutive
mont hs of operation, or the OCHAMPUS determined capped amount. Rates for
RTCS begi nning operation prior to July 1, 1988, will be adjusted by an
appropriate cpi-u inflation factor for the period ending June 30, 1988- A
period of less than 12 nonths will be used only when the RTC has been in
operation for less than 12 nonths. Once a full 12 nonths is available, the
rate will be recal cul ated.

14-19




3. The first three days of each approved therapeutic absence will be
al | oned at 100 percent of the CHAMPUS determ ned all-inclusive per diem
rate. Beginning with day four, reinbursenent will be at 75 percent of that
rate.

4, Al educational costs, whether they include routine education or
speci al education costs, are excluded from rei nbursenent except when
appropriate education is not available from or not payable by, a cognizant
public entity.

2. The RTC shall exclude educational costs fromits daily costs.

b. The RTC's accounting system nust be adequate to assure CHAMPUS
is not billed for educational costs.

C. The RTC may request paynent of educational costs on an
i ndi vidual case basis fromthe Director, OCHAMPUS, or designee, when
appropriate education is not available from or not payable by, a cognizant
public entity. To qualify for reinbursement of educational costs in
i ndi vi dual cases, the RTC shall conply with the application procedures
est abl i shed by the Director, OCHAMPUS, or designee, including, but not
limted to, the follow ng:

(1) As part of its adm ssion procedures, the RTC nust counsel
and assist the beneficiary and the beneficiary's famly in the necessary
procedures for assuring their rights to a free and appropriate public
educat i on.

(2) The RTC nmust docunment any reasons why an individual
beneficiary cannot attend public educational facilities and, in such a case,
why alternative educational arrangenments have not been provided by the
cogni zant public entity.

(3) If reinbursement of educational costs is approved for an
| ndi vi dual beneficiary by the Director, OCHAMPUS, or designee, such
educational costs shall be shown separately fromthe RTC’s daily costs on the
CHAMPUS claim  The ampount paid shall not exceed the RIC’s nost-favorable
rate to any other patient, agency, or organization for special or general
educational services whichever is appropriate.

(4) 1f the RTC fails to request CHAMPUS approval of the
educational costs on an individual case, the RTC agrees not to bill the
beneficiary or the beneficiary’'s famly for any anounts disallowed by
CHAWPUS .  Requests for paynent of educational costs nust be referred to the
Director, OCHAMPUS, or designee for review and a determination of the
applicability of CHAMPUS benefits.

b. Any future adjustments to the RTC rates will be limted to annual

changes in the cp1-u for medical care. at the discretion of the Director,
OCHAMPUS or desi gnee.
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G REI MBURSEMENT OF | NDI VI.DUAL HEALTH CARE PROFESSI ONALS AND OTHER
NON- | NSTI TUTI ONAL  HEALTH- CARE  PROVI DERS

The CHAMPUS- det er m ned reasonabl e charge (the anount allowed by CHAMPUS) for the
service of an individual health-care professional or other non-institutional
heal th-care provider (even if enployed by or under contract to an institutional
provider) shall be determned by one of-the follow ng nethodol ogies, that is,
whi chever is in effect in the specific geographic location at the time covered
services and supplies are provided to a CHAMPUS beneficiary.

1 Al |l owabl e charge nethod. The allowable charge nethod is the preferred and
primary method for reinbursenment of individual health-care professionals and other
non-institutional health-care providers.

a. The al |l owabl e charge for authorized care shall be the |owest of the
amounts identified in subparagraphs (), (2), and (3) bel ow

(1) The billed charge for the service.

(2) The prevailing charge level that does not exceed the amount
equi valent to the 80th percentile of billed charges nade for simlar services in the
sane locality during the base period.

NOTE Prevailing charges shall continue to be calculated in accordance with
any limtations set forth in the DoD Appropriation Acts, as
i mpl emented in instructions issued by the Director, OCHAMPUS.

(a) The 80th percentile of charges shall be determ ned on the

basis of statistical data and nethodol ogy acceptable to the Director, OCHAMPUS, or a
desi gnee.

(b) The base period shall be a period of 12 cal endar nonths and
shal | be adjusted at |east once a year, unless the Director, OCHAMPUS, determ nes
that a different period for adjustment is appropriate and publishes a notice to that
effect in the Federal Register. Prior to publishing the final notice, a notice of
intent shall have been published, which allowed a 30-day period for public comment
on the proposed action.

(3) For charges from physicians and other individual professional
providers, the fiscal year 1988 prevailing charges adjusted by the Medicare Economc
I ndex (MElI), as the MEl is applied to Medicare prevailing charge |evels.

(a) In any year in which the Medicare program applies a
different MEI to primary care services, CHAMPUS will include nmaternity care and
delivery services and well baby care services as primary care for the purposes of
applying the MEl.

(b) The Director, OCHAMPUS, shall issue procedural instructions
to apply the MEl under CHAMPUS.
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b. A charge that exceeds the prevailing charge can be determned to be
al  owabl e only when unusual circunstances or nedical conplications justify the
hi gher charge. The allowabl e charge may not exceed the billed charge under any
ci rcumst ances.

C. The al |l owabl e charge for physician assistant services other than
assi stant-at-surgery may not exceed 85 percent of the allowable charge for a
conparabl e service rendered by a physician performng the service in a simlar
| ocation. For cases in which the physician assistant and the physician perform
conponent services of a procedure other than assistant-at-surgery (e.g. , hone,
office or hospital visit), the conbined allowable charge for the procedure may not
exceed the allowable charge for the procedure rendered by a physician alone. The
al | owabl e charge for physician assistant services perfornmed as an assistant-at-
surgery may not exceed 65 percent of the allowable charge for a physician serving
as an assistant surgeon when authorized as CHAMPUS benefits in accordance with the
provi sions of Chapter 4 C.3.C. of this Part. Physician assistant services nmust be
billed through the enploying physician who nust be an authorized CHAMPUS provi der.

2. Al -inclusive rate. dains fromindividual health-care professional
providers for services rendered to CHAMPUS beneficiaries residing in an RTC that is
either being reinbursed on an all-inclusive per diemrate, or is billing an
al | -inclusive per diemrate, shall be denied; with the exception of independent
heal t h-care professionals providing geographically distant famly therapy to a
famly menber residing a mninumof 250 mles fromthe RTC or covered nedi cal
services related to a nonmental health condition rendered outside the RTC
Rei mbursement. for individual professional services is included in the rate paid the
institutional provider.

3. Alternative method. The Director, OCHAMPUS, or a designee, may, subject to
the approval of the ASD(HA), establish an alternative nethod of reinmbursenent
designed to produce reasonable control over health care costs and to ensure a high
| evel of acceptance of the CHAMPUS-determined charge by the individual health-care
prof essionals or other noninstitutional health-care providers furnishing services
and supplies to CHAMPUS beneficiaries. Aternative nmethods may not result in
rei moursement greater than the allowable charge method above.

H  REI MBURSEMENT UNDER THE M LI TARY- Cl VI LI AN HEALTH SERVI CES PARTNERSHI P_PROGRAM

The Mlitary-Civilian Health Services Partnership Program as authorized by
Section 1096, Chapter 55, Title 10, provides for the sharing of staff, equipnent,
and resources between the civilian and mlitary health care systemin order to
achieve nore effective, efficient, or economcal health care for authorized
beneficiaries . Mlitary treatment facility commanders, based upon the authority
provi ded by their respective Surgeons Ceneral of the mlitary departnents, are
responsible for entering into individual partnership agreements only when they have
determ ned specifically that use of the Partnership programis nore econom cal
overall to the Governnment than referring the need for health care services to the
civilian community under the normal operation of the CHAMPUS Program (See Section
P. of Chapter 1, for general requirenments of the Partnership Program )

1. Rei mbursenent of institutional health care providers. Reinmbursenent of
institutional health care providers under the Partnership Program shall be on the
sane basis as non-Partnership providers.
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2. Rei nbursement of individual health-care professionals and other
non-institutional health care providers. Reinbursenment of individual health care
prof essional and other non-institutional health care providers shall be on the same
basis as non-Partnership providers as detailed in Section G. of this chapter.

. ACCOVMODATI ON OF DI SCOUNTS UNDER PROVI DER RElI MBURSEMENT METHODS

1. CGeneral rule. The Director, OCHAMPUS (or designee) has authority to
rei mburse a provider at an anmount bel ow the anmount usually paid pursuant to this
chapter when, under a program approved by the Director, the provider has agreed to
the | ower anount.

2. Special applications. The follow ng are exanples of applications of the
general rule; they are not all inclusive.
a. In the case of individual health care professionals and other

noninstitutional providers, if the discounted fee is below the provider’s nornal
billed charge and the prevailing charge |evel (see section G of this chapter), the
di scounted fee shall be the provider’s actual billed charge and the CHAMPUS

al | owabl e char ge.

b. In the case of institutional providers normally paid on the basis of a
pre-set anount (such as DRG-based anount under subsection Al. of this chapter or
per-di em anmount under subsection A 2. of this chapter), if the discount rate is
| ower than the pre-set rate, the discounted rate shall be the CHAMPUS-det ernm ned
al lowabl e cost. This is an exception to the usual rule that the pre-set sate is
paid regardl ess of the institutional provider’'s billed chargesor ot her factors.

3. Procedur es.

a. This section only applies when both the provider and the Director have
agreed to the discounted paynment rate. The Director’s agreement may be in the
context of approval of a programthat allows for such discounts.

b. The Director of oCHAMPUS may establish uniformterns, conditions and
limtations for this payment nmethod in order to avoid administrative conplexity.

J. QUTSI DE THE UNI TED STATES

The Director, OCHAMPUS, or a designee, shall determne the appropriate
rei mbursement nethod or nmethods to be used in the extension of CHAMPUS benefits for

ot herwi se covered nedi cal services or supplies provided by hospitals or other

institutional providers, physicians or other individual professional providers, or
other providers outside the United States.

K. | MPLEMENTI NG | NSTRUCTI ONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS poli cies,
instructions, procedures, and guidelines, as may be necessary to inplenent the
intent of this chapter.
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